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GENERAL PROVISIONS 


1. DEFINITIONS 

As used throughout this contract, the following terms shall 
have the meanings set forth below: 

(a) The term "Secretary" means the Secretary, the Under 
Secretary, or any Assistant Secretary of the Department and the head 
or any assistant head of the executive agency; and the term "his duly 
authorized representative" means any person or persons or board 

(other than the Contracting Officer) authorized to act for the Secretary; 
and the term "Department" means that component of the Government having 
cognizance of this contract and represented ity the Contracting Officer 
executing this contract* 

(b) The term "Contracting Officer" means the person executing 
this contract on behalf of the Government, and any other officer or 
civilian employee who is a properly designated Contracting Officer; 

and the term includes, except as otherwise provided in this contract, . 
the authorized representative of a Contracting Officer acting within 
the limits of his authority. 

(c) Except as otherwise provided in this contract, the term 
"subcontracts" includes purchase orders under this contract* 

(d) The term "contract work" means all work to be performed 
under this contract including any studies covering fundamental, theo- 
retical, or experimental investigations; any extension of the invest 
tigative findings and theories of a scientific and technical nature 
into practical application; any tangible terms, hereinafter referred 
to as supplies, if called for herein, furnished to the Government; 
and any reports, data, computations, plans, drawings, and specifica- 
tions vdth respect to the foregoing. 

2. CHANGES 

The Contracting Officer may, at any time, by a written order, 
and without notice to the sureties, if any, make changes in or 
additions to drawings or specifications, issue additional instructions, 
require modified or additional vrork or services within the general 
scope of the contract, change the place of delivery or method of ship- 
ment, or the amount of Government furnished property. If any such 
change causes an increase or decrease in the cost of, or the time 
required for, performance of this contract, an equitable adjustment 
shall be made in the contract price, or time of performance, or both, 
and the contract shall be modified in writing accordingly. Any claim 
by the Contractor for adjustment under this clause must be asserted 
within (60) days from receipt by the Contractor of the notification 
of change: PROVIDED, HOV'EVEK, That the Contracting Officer, if he 
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decides that the facts justify such action may receive and act 
upon any such claim asserted at any time prior to final payment 
under this contract. Failure to agree to any adjustment shall 
be a dispute concerning a question of fact within the meaning 
of the clause of this contract entitled "Disputes.” However, 
nothing in this clause shall excuse the Contractor from pro- 
ceeding with the contract as changed. 

3. EXTRAS 

Except as otherwise provided in this contract, no payment 
for extras shall be made unless such extras and the price therefor 
have been authorized in writing by the Contracting Officer. 


U. INSPECTION 

All services, material and workmanship shall be subject to 
inspection and test by representatives of the Government. For this 
purpose, the Contractor shall allow at all reasonable times, to the 
extent approved in writing by the Contracting Officer or his duly 
authorized representative, inspectors ana other Government personnel 
free access to the plant and operations and shall provide all reason- 
able facilities and assistance for the safety and convenience of the 
Government inspectors in the performance of their duties. 

5. RESPONSIBILITY FOR -SUPPLIES 

Except as otherwise provided in this contract, (i) the Contractor 
shall be responsible for the contract work until it is delivered at 
the designated delivery point, regardless of the point of inspection; 
and (ii) the Contractor shall bear all risks as to rejected work after 
notice of rejection. 

6. PAvrp'TS 


The Contractor ah' 11 be paid, upon the submission of properly 
certified invoices or vouchers, the prices stipulated herein for 
contract work delivered and accepted, less deduction, if any, as 
herein provided. Unless otherwise specified, payment will be made 
on partial deliveries accepted by the Government when the amount due 
on such deliveries so warrants; or when requested by the Contractor, 
payment for accepted partial deliveries shall be made whenever such 
payment would equal or exceed either *1,000 or 50 percent of the 
total amount of this contract. 

7. ASSIGNMENT OF CLAIMS 

(a) Pursuant to the provisions of the Assignment of Claims 
Act of 19U0 as amended (31 U. 0. Code 203, Ul U. S. Code 15), if 
this contract provides for payments aggregating 31,000 or more, 
claims for moneys due or to become due to the Contractor from the 
Government under this contract may be assigned to a bank, trust 
company, or other financing institution, including any Federal 
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SECRET 

lending agency, and may thereafter be further assigned and re- 
assigned to any such institution* Any such assignment or re- 
assignment shall cover all amounts payable under this contract 
and net already paid, and shall not be made to more than onc- 
partv, except that any such assignment or reassignment may be 
made to one party or agent or trustee for two or more parties 
participating in such financing. , Notwithstanding any other 
provision of this contract, payment to an assignee of any moneys 
due or to become due under this contract shall not, to the extent 
provided in said Act as amended, be subject to reduction or set-off. 

(b) In no event shall copies of this contract or of any plans, 
specifications, or other similar documents relating to*ork under 
this contract, if marked ’’TOP SECRET," "SECRET," "CONFIDENTIAL," 

be furnished to any assignee of any claim arising under this con- 
tract or to any other person not entitled to receive the samej 
PROVIDED, That a copy or any part or all of this contract so 
marked may be furnished, or any information contained therein 
ray be disclosed, to such assignee upon the prior written author- 
ization of the Contracting Officer. 

(c) The Contractor shall obtain the written authorization of 
the Contracting Officer prior tc the assignment of any rights under 
this contract. 

8. FEDERAL, S7.V"E AND LOCAL TAXES 

(a) DEFINITIONS. As used throughout this clause, the following 
terms shall have the meanings set forth below: 

(i) The term "direct tax" means any tax or duty 
directly applicable to the completed supplies or services 
(a.s distinguished from taxes directly applicable to materials 
and components used in the manufacture or furnishing of the 
completed supplies or services) covered by this contract or 
any other tax or duty from which the Contractor or this 
transaction is exempt. It includes any tax or duty directly 
applicable to the; importation, production, processing, manu- 
facture, construction, sale, or use of such supplies or 
services: it also includes any tax levied on, with respect to, 
or measured by sales, receipts from sales, or use of the 
supplies or services covered by this contract. The term does 
not include transportation taxes, uramployment compensation 
taxes, social security taxes, income taxes, excess profits 
taxes, capital stock taxes, property taxes, and such other 
taxes as arc not within the definition of the term 

"direct tax" as set forth above in this paragraph. 

(ii) The term "contract date" means the effective 
date of this contract. For the purpose of any additional 
procurt me nt of supplies or services called for by any agree- 
ment supplemental hereto, the term "contract date" shall 
refer to the date of such supplemental agreement. 
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(b) FEDERAL, STATE AND LOCAL TATES • Except as may be 
otherwise provided in this contract, the contract price includes 
all applicable Federal, State and local direct taxes in effect on 
the contract date* 

(c) PRICE AND ADJUSTMENT* If, after the contract date, the 
Federal Government or any State or local government either imposes 
or increases (or removes an exemption with respect to) any direct 
tax or any tax directly applicable to the materials or compon nts 
used in the manufacture or furnishing of the completed supplies or 
services covered by this contract, the contract price shall be 
correspondingly increased, and if interest and penalties are in- 
curred by reason of delay in payment of such tax on the instruction 
of the Contracting Officer, and such interest and penalties are 
legally imposed, the contract price shall be correspondingly in- 
creased* If, after the contract date, the Contractor is relieved 
in whole or in part from the payment or the burd n of any direct 
tax in' luded in the contract price, or any tax directly applicable 
to the materials or components used in the manufacture or furnishing 
of the compl ted supplies or services covered by this contract, the 
Contractor agrees promptly to notify the Contracting Officer of such 
relief, and the contract price shall be correspondingly decreased 

or the amount of such relief paid over to the Government* Invoices 
or vouchers covering any increase or decrease in contract price 
pursuant to the provisions of this paragraph sha- state the amount 
thereof, as a separate added or deducted item, and shall identify the 
particular tax imposed, increased, eliminated, or decreased* 

(d) REFUND OR DRAWBACK* If any tax or duty has been included 
in the contract ^rice or the price as adjusted under paragraph (c) 
of this clause, and if the Contractor is entitled to a refund or 
drawback by reason of the export or re-export of supplies covered 
by this contract, or of materials or components used in the manu- 
facture or furnishing of the completed supplies or services covered 
by this contract, the Contractor agrees that he will promptly notify 
the Contracting Officer thereof and that the amount of any such re- 
fund or drawback obtained will be paid over to the Govv.mnunt or 
credited against amounts due from the Government under this contract; 
PROVIDED, HOWEVER, That the Contractor shall not be required to apply 
for such refund or drawback unless so requested by the Contracting 
Officer* 

9. DEFAULT 

(a) The Government may, sujhcct to the provisions of paragraph 
(b) below, by written Notice of Default to the Contractor, terminate the 
whole or *ny part of this contract in any one of the following circum- 
stances : 

(i) Tf the Contractor fails to make delivery of, or to 
perform, the contract work within the time specified herein 
or any extension thereof; or 
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(ii) If the Contractor fails to nor form any of the 
other provisions of this contract, or so fails to make 
progress as to endanger >x rformance of this contract in 
accordance with its terms, and in either of these two 
circumstances does not cure such failure with" n a ocriod 
of ten (10) days (or such longer period as the Contracting 
Officer may authorize in writing) after receipt of notice 
from the; Contracting Officer specifying such failure. 

(b) The Contractor shall not be liable for any excess costs if 
any failure to perform the contract arises out of causes beyond the 
control and without the fault or negligence of the Contractor. Such 
causes include, but are not restricted to, acts of Cod or of the 
public enemy, acts of the Government, fires, floods, epidemics, 
Quarantine restrictions, strikes, freight embargoes, unusually 
severe wcathci> and defaults of subcontractors due to any of such 
causes unless the Contracting Officer shall determine that the 
contract work to be furnished by the subcontractor was obtainable 
from other sources in sufficient time to remit the Contractor to 
meet the required delivery schedule. 

(c) In the event the Government terminates this contract in 
whole or in mart as provided in paragraph (a) of this clause, the 
Government may procure, upon such terns and in such manner as the 
Contracting Officer may deem appropriate, conflict work similar 

to that so terminated and the Contractor shall be liable to the 
Government for any excess costs for such similar conlr.ct work; 
PROVIDED, That the Contractor shall continue the performance of 
this contract to the extent not terminated under the provisions of 
this clause. 


(d) If this contract is terminated as provided in paragraph (a) 
of this clause, the Government, in addition to any other rights 
provided in this clause, maw require the Contractor to transfer title 
and deliver to the Government, in the manner and to the extent directed 
by the Contracting Officer, (i) any completed contract werk, and (ii) 
such partially completed contract work and materials, parts, tools, 
dies, jigs, fixtures, plans, drawings, information, and contract 
rights (hereinafter called ’'manufacturing materials”) as the Con- 
tractor has specifically produced or specifically acquired for the 
performance of such part of this contract as has bi.cn terminated; 
and the Contractor shall, upon direction of the Contracting Officer, 
protect and preserve property in possession of the Contractor in 
which Government has an interest. The Government shall pry to the 
Contractor the contract price for completed contract work delivered 
to and accepted by the Government and the amount agreed upon by the 
Contractor and the Contracting Officer for manufacturing materials 
delivered to and accepted by the Govemmt it and for the protection 
and preservation of property. Failure to agree shall be a dispute 
concerning a question of fact within the meaning of the clause, of this 
contract entitled "Disputes.” 

SECRET 
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(c) If, after notice of termination of this contract under 
the provisions of paragraph (a) of this clause, it is determined 
that the failure to perform this contract is due to causes beyond 
the control and without the fault of negligence of the. Contractor 
pursuant to the nrovisions of paragraph (b) of this clause, such 
Notice of Default shall be deemed to have been issued pursuant to 
the clause of this contract entitled "Termination for Convenience 
of the Government," and the rights and obligations of the parties 
hereto shall in such event be governed by such clause. 

(f) If the Contractor will be unable to complete th* contract 
work and make delivery at the time specified in the schedul , it may 
give the Contracting Officer written notice of the anticipated default 
with the reasons therefor, provided such notice is aiven not less than 
forty-five (If?) days before the completion date specified in the sched- 
ule or within such time as the Contracting Officer deems sufficient. 

If such notice is duly given, then, to the extent the interest of 
Government makes n n extension desirable, the Contracting Officer may, 
in his discretion, extend the period of time specified in the schedule 
for such period as he deems advisable, and this contract shall th^n 
be modified in writing accordingly. 

IQ. DISPUTES 

Excent as otherwise provided in this contract, any dispute 
concerning a question of fact arising under this contract which is 
not disposed of by agreement shall be decided by the Contracting 
Officer, who shall reduce his decision to writing and mail or 
otherwise furnish a cony thereof to the Contractor. Within thirty 
(30) days from the date of receipt of such copy, the Contractor may 
appeal by mailing or othf rise furnishing to the Contracting Officer 
a written appeal addressed to t he Secretary, and the decision of the 
Secretary or his duly authorized representative for the hearing of 
such aprx -Is shall, unless determined by a court of competent juris- 
diction to have been fraudulent or capricious or arbitrary or so 
grossly erroneous as necessarily to imply bad faith, or not supported 
by substantial evidence, be final and conclusive; PROVIDED, That, if 
no such aoni -1 is taken, the decision of the Contracting Officer shall 
be final and conclusive. In connection with any appeal proceeding 
under this clause, the Contractor shall be afforded an opportunity 
to be heard and to offer evidence in support of its appeal. Pend- 
ing final decision of a dispute hereunder, the Contractor shall pro- 
ceed diligently with the performance of tne contract and in accord- 
ance with the Contracting Officer's decision. 

.11. BUY AMERICAN ACT 

The Contractor agrees that there will be delivered under this 
contract only such unmanuf a.cturcd articles, materials and supplies 
(which term "articles, materials and sunplies" is hereinafter re- 
ferred to in this clause as "supplies") as have been mined or pro- 
duced in the United States, and only such manufactured supplies as 
have b<. cn manufactured in the.- United States substantially all from 
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supplies mined, produced or manufactured, as the case may be, in 
the United States. Fursuant to the Buy American Act (hi U. S. 

Code 102-d), the foregoing provision shall not apply (i) with 
respect to supplies excepted by the Secretary from the applica- 
tion of that Act, (ii) with respect to supplies for use outside 
the United States, or (iii) with respect to the supplies to be 
delivered under this contract which are of a class or kind de- 
termined by the Secretary or his duly authorized representative 
not to be mined, produced, or manufactured, as the case may be, 
in the United States in sufficient and reasonably available 
commercial quantities and of a satisfactory quality, or (iv) 
with respect to such supplies from which the supplies to be 
delivered under this Contract are manufactured, as are of a 
class or kind, determined by the Secretary or his duly author- 
ized representative not to be mined, produced, or manufactured, 
as the case may be, in the United States in sufficient and rea- 
sonably available commercial quantities and of a satisfactory 
quality: PROVIDED, That this exception (iv) shall not permit 
delivery of supplies manufactured outside the United States if 
such supplies are manufactured in the United States in suffi- 
cent and reasonably available commercial quantities and of a 
satisfactory quality. 

12. CONVICT LABOR 

In connection with the performance of work under this contract, 
the Contractor agrees not to employ any person undergoing sentence 
of imprisonment at hard labor, 

13. EIGHT-HOUR LAW OF 1912 

This contract, to the extent that it is of a character specified 
in the Eight-Hour Law of 1912 as amended (lj.0 U. 3. Code 32U-326) and 
is not covered by the Walsh-Healey Public Contracts Act (III U. S. 

Code 35-US) is subject to the following provisions and exceptions 
of said Eight-Hour Law of 1912 as amended, and to all other provi- 
sions and exceptions of said Law: 

No laborer or mechanic doing any part of the work contemplated 
by this contract, in the employ of the Contractor shall be required 
or permitted to work more than eight hours in any one calendar day 
upon such work, except upon the condition that compensation is paid 
to such laborer or mechanic in accordance with the provisions of 
this clause. The wages of every such laborer and mechanic employed 
by the Contractor shall be computed on a basic day rate of eight 
hours per day; and work in excess of eight hours per day is per- 
mitted only upon the condition that every such laborer and mechanic 
shall be compensated for all hours worked in excess of eight hours 
per day at not less than one and one-half times the basic rate of 
pay. For each violation of the requirements of this clause a 
penalty of five dollars shall be imposed upon the Contractor for 
each such laborer or mechanic for every calendar day in which such 
employee is required or permitted to labor more than eight hours 
upon said work without receiving compensation computed in accord- 
ance with this clause; and all penalties thus imposed shall be 
withheld for the use and benefit of the Government, 

■Sir kuki f i ** 7 — 

Sanitized Copy Approved for Release 2010/12/08 : CIA-RDP57-0001 1A001000130042-6 



Sanitized Copy Approved for Release 2010/12/08 : CIA-RDP57-0001 1A001000130042-6 



Ik. • !ALSH*HEALEY FHRLIC CONTRACTS ACT 


If this contract is for the manufacture or furnishing of 
materials, supplies, articles or equipment in an amount which 
exceeds or may exceed ^10,000 and is otherwise subject to the 
T/alsh-Hcrlcy Public Contracts Act as amended (hi h. S. Code 
3h~h5 ) , there arc hereby incorporated by reference all repre- 
sentations and stipulations required by said Act and regulations 
issued thereunder bv the Secretary of Labor, such representations 
and stipulations being subject to all anplicablc rulings and inter- 
pretations of the Secretary of Labor which are nova or may hereafter 
be in effect, except that the Contractor shall not be requied to in- 
clude this clause in subcontracts issued hereunder when the inclusion 
of this clause in a subcontract would jeopardize or conflict with 
the security considerations established in connection with this 
contract. 

15. N0NDI SCRJMIMTTCN T N EMPLOY! 'ENT 

(a) In connection with the performance of work under this con- 
tract, the Contractor agrees not to discriminate against any employee 
or applicant for employment because of race, religion, color, or 
national origin. The aforesaid provision shall includ , but not 

be limited to, the following: employment, upgrading, demotion, or 
tr-nsfer; recruitment or recruitment advertising ; layoff or termina- 
tion; rates of pay or other forms* of compensation; and selection for 
training, including apprenticeship. The Contractor agrees to pest 
hereafter in conspicuous places, available for employees and apnli- 
cants for employment, notices to be provided by the Contracting 
Officer setting forth the proiisions of the nondiscrimination clause. 

(b) The Contractor further agrees to insert the foregoing 
provision in subcontracts issued hereunder, except subcontracts for 
standard commercial supplies or raw materials, and except as in- 
sertion of the. foregoing provision in a subcontract would jeopardize 
or conflict with the security considerations established in connec- 
tion with this contract. 

16. OFFICIALS NOT TO BENEFIT 

No member of or d. legate to Congress, or resid<nt commission* r, 
shall be admitted to any share or part of this contract, or to any 
benefit that may arise therefrom; but this provision shall not be 
construed to extend to this contract if made with a corporation for 
its general benefit. 

17. COVENANT AGAINST CONTINGENT FEES 

Th< Contractor warrants that no nerson or selling agenev has 
been employed or retained to solicit or secure this contract upon 
an agreement or understanding for a commission, percentage, broker- 
age, or contingent fee, excepting bona fide employees or bona fide 
establish* d commercial or selling agencies maintained oy the contr'cto 
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for the burr'ose of securing business. For breach or violation 
of this warranty the Government, shall have- the right to annul * 
this contract without liability or in its discretion to deduct 
from the contract price or consideration the full amount pf. such 
commission, pt_rc«.ntng , brokerage or contingent fee. 

18.. REPORTING OF ROYALTIES 


The provisions of this clause shall be applicable only if 
the amount of the contract is in excess of ^>10,000. 

(a) The Contractor shall report in writing (in quadruplicate) 
to the Contracting Officer as soon as practicable after execution 
of this contract whether or not any royalties in excess of % 2$0 
have been paid or are to be paid by the Contractor directly to any 
person or firm in connection with the performance of this contract. 
If royalties in excess of $250 have been paid or are to be paid to 
any person or firm, the report shall include the following items of 
information with respect to such royalties (including the initial 
^ 250 ): 

(1) The name and address of each licensor to whom royalties 
in excess of 1£250 have been paid or are to be paid, 

(2) The patent numbers, patent application serial numbers 
(with filing dates), or other identification of the 
basis for such royalties, 

(3) The manner of computing the royalties consisting of 

(i. ) a brief identification of each royalty-bearing unit 
or process, (ii) the total amount of royalties, and (iii) 
the percentage rate or dollars and cents amount of royal- 
ties on each such unit or process; PRDwjjjffll that if the 
royalties cannot be computed in terms of units or dollars 
and cents value, then other data showing the manner in 
which the Contractor computes the royalties. 

(b) Tn lieu of furnishing a report under paragraph (a), the 
Contrai tor may furnish a single, consolidated report for each 
accounting period of the Contractor during which the Contractor 
has contracts with the Government, provided the Contractor has 
requested and obtained the prior written approval of the Contracting 
Officer. Such consolidated report shall be furnished, when the 
furnishing thereof has been approved, in the number of copies as 
approved, as soon as practicable after the close of the accounting 
period covered by the report. Such consolidated report shall be 
made in accordance with Contractor's established accounting practice 
and shall include, for the accounting period, the total amount of 
royalties accruing to each licensor at a rate in excess of ^1,000 
per annum on the Contractor's over-all business, together with (i) 
the name and address of each such licensor, (ii) the patent numbers, 
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patent application serial numbers (with filing dates), or other 
identification of the basis for such royalties, (iii) a brief 
description of the subject matter of the license under which 
royalties are charged, (iv) the percentage rate or unit amount, 
or if the royalties do not accrue by rate or unit amount, such 
o ther data showmy the manner by which the royalties accrue to 
licensor, and (v) an estimate or approximation (without detailed 
accounting) of the portion of such royalties that may be attrib- 
utable to Government contracts. The Contractor shall, if reauested 
by the Government, furnish at Government expense a more detailed 
allocation of such royalty payments attributable to Government 
contracts. 

(c) In the event that the Contractor requests written approval 
to furnish consolidated reports under paragraph (b) above, the Con- 
tracting Officer shall promptly consider the request and furnish to 
the Contractor a letter stating whether or not the request is approved 
and, notwithstanding any such approval, the Contracting Officer shall 
have the right to question any such subsequently furnished report as 
to accuracy or completeness of data and to ask for additional in- 
formation. The Contractor shall furnish a copy of su-'h letter of 
approval to the Contracting Officer administering this contract. 

(d) After payment of eighty percent (80f) of the amount of 
this contract, as from time to time amended, further payment shall 
be withheld until a reserve of either (i) ten percent (10^) of 
such amount or (ii) 15,000, whichever is less, shall have been 
set aside, such reserve or the balance thereof to be retained 
until the Contractor shall have furnished to the Contracting 
Officer the report called for by paragraph (a) hereof or the 

copy of the letter approving the Contractor's request to furnish 
the report under paragraph (b); PROVIDED that no amount shall 
continue to be withheld from payment for the causes specified in 
this paragraph (d) if the Contracting Officer shall find that the 
Contractor has not been furnished a letter as required by paragraph 
(o) within a reasonable time .after making written rcauest to submit 
a single, consolidated report under the provisions of paragraph (b) 
of this clause; and PROVIDED FURTHER that the '’-mtracting Officer 
may, in his discretion, order payment to be v. .tl.held in the amount 
and manner above provided if the report called for by paragraph (a) 
is unsatisfactory or if the report called for by paragraph (b) is 
due but has not been received, or if received, is found to be unsat- 
isfactory. No amount shall be withheld under this paragraph when 
the minimum amount specified by this paragraph is being withheld 
under other provisions of this contract. The withholding of any 
amount or subsequent payment thereof to the Contractor shall not 
be construed as a. waiver of any right accruing to the Government 
under this contract. 
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SECRET 

19. NOTICE AND ASSISTANCE REGARDING PATENT INFRINGEMENT 

The provisions of this clause shall be applicable only if the 
amount of this contract is in excess of $5>j000. 

(a) The Contractor shall report to the Contracting Officer, 
promptly and in reasonable written detail, each notice or claim 
of patent infringement based on the performance of this contract 
of which the Contractor has knowledge, 

(b) In the event of litigation against the Government on 
account of any claim of patent infringement arising out of the 
performance of this contract or out of the use of any supplies 
furnished or work or services performed hereunder, the Contractor 
shall furnish to the Government, upon request, all evidence and 
information in possession of the Contractor pertaining to such 
litigation. Such evidence and information shall be furnished 

at the expense of the Government except in those cases in which 
the Contractor has agreed to indemnify the Government against the 
claim being asserted. 

20. AUTHORIZATION AND CONSENT 

The Government hereby gives its authorization and consent for 
all use and manufacture of any patented invention in the performance 
of this contract or any part hereof or any amendment hereto or any 
subcontrat hereunder (including any lower-tier subcontract). 

2D. PATENT RIGHTS 

(a) As used in this clause, the following terms shall have the 
meanings set forth below: 

(i) The term ’'Subject Invention" means any invention, 
improvement or discovery (whether or not patentable) 
conceived or first actually reduced to practice 
either U) in the performance of the experimental, 
developmental, or research work called for or re- 
quired under this contract, or ) in the perform- 
ance of any experimental, developmental, or research 
work relating to the subject matter of this contract 
which was done upon an understanding in writing that 
a contract would be awarded; PROVIDED that the term 
"Subject Invention" shall not include any invention 
which is specifically identified and listed in the 
Schedule for the purpose of excluding it from the 
license granted by this clause. 

(ii) The term "Technical Personnel" means any person 
employed by or working under contract with the 
Contractor (other than a u contractor whose re- 
sponsibilities with respect to rights accruing to 
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the Government in inventions arising under sub- 
contracts are set forth in paragraphs (g), (h), 
and (i) of this clause) who, by reason of the 
nature of his duties in connection with the per- 
formance of this contract, would reasonably be 
expected to make inventic-is, 

(iii) The terms "subcontract" and "subcontractor" mean 

any subcontract or subcontractor of the Contractor, 
and any lower-tier subcontract or subcontractor 
under this contract, 

(b) The Contractor agrees to and does hereby grant to the 
Government an irrevocable, nonexclusive, nontransf enable, and 
royalty-free license to practice, and cause to be practiced by 
or for the United States Government throughout the world, each 
Subject Invention in the manufacture, use and disposition accord- 
ing to law, of any article or material, and in the use of any 
method; PROVIDED, HOWEVER, that with respect to (i) any Subject 
Invention made bv other than Technical personnel, (ii) any Sub- 
ject Invention conceived prior to, but first actually reduced to 
practice in the course of, any of the experimental, developmental, 
or research work specified in paragraph (a) (i) above, and (iii) 
the practice of any Subject Invention in foreign countries, the 
obligation of the Contractor to grant the aforesaid license and 
the other rights hereinafter provided in this clause shall be 
limited to the extent of the Contractor's right to grant the 

same without incurring any obligation to pay royalties or other 
compensation to others solely on account of said grant. No 
license granted herein shall convey any right to the Government 
to manufacture, have manufactured, or use any Subject Invention 
for the purpose of providing services or supplies to the general 
public in competition with the Contractor or the Contractor's 
commercial licensees in the licensed fields. Nothing contained 
in this paragraph shall be deemed to grant any license under any 
invention other than a Subject Invention. 

(c) The Contractor shall: 

(i) Make a written disclosure to the Contracting Officer 
promptly after conception or first actual reduction 
to practice of each Subject invention which reason- 
ably appears to be patentable; 

(ii) Certify to the Contracting Officer not less often 
than every twelve months, commencing with the date 
of this contract, whether or not any Subject In- 
ventions were conceived or first actually reduced 
to practice during the pre-^ding twelve months; and 
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(iii) Prior to final settlement of this contract, make 
a summary report of all those Subject Inventions 
previously disclosed and of those Subject Inven- 
tions conceived or first actually reduced to 
practice after the last certification but prior 
to the summary report. 

(d) The Contractor shall also, in connection with each Subject 
Invention referred to in paragraph (c) (i) above; 

(i) Specify, at the time of making written disclosure, 
whether or not a United States patent application 
claiming such Invention has been or will be filed 
by or on behalf of the Contractor. If the Con- 
tractor specifies that a United States patent 
application will be filed claiming such Inven- 
tion, the Contractor shall file or cause to be 
filed such application in due form and time. 

If the Contractor decides not to file or cause 
to be filed said application after having spec- 
ified that it would file, the Contractor shall 
so notify the Contracting Officer at the earl- 
iest practicable date and in any event not 
later than eight months after first publication, 
public use or sale? 

(ii) In the event the Contractor specifies that it h ■ 
not filed and will not file (or having specifi a 
that it will file, thereafter notifies the Con- 
tracting Officer to the contrary), (A) inform 
the Contracting Officer in writing at the earl- 
iest practicable date of any publication of such 
Invention made by or known to the Contractor or, 
where, applicable, of any contemplated publica- 
tion by the Contractor, stating the date and 
identity of such publication or contemplated 
publication, and (B) convey to the Government 
the Contractor's entire rip w t, title and interest 
in such Invention by deliv ling to the Contracting 
Officer upon written request such duly executed 
instruments (prepared by the Government) of assign- 
ment, application and other papers as are deemed 
necessary to vest in the Government the Contractor's 
right, title and interest aforesaid, and the right 
to apply for and prosecute patent and applications 
covering such Invention throughout the world, sub- 
ject, however, to the right reserved to the Con- 
tractor in paragraph (e) to file foreign applica- 
tions and subject further to the reservation 
of a nonexclusive and royalty-free license 
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to the contractor (and to its existing and future 
associated and affiliated companies, if any, within 
the corporate structure of which the Contractor is 
a part) which license shall be assignable to the 
successor of that part of the Contractor's business 
to which the Subject Invention pertains 5 

(iii) Furnish promptly to the Contracting Officer on re- 
quest an irrevocable power of attorney to inspect 
and make copies of each United States patent appli- 
cation filed by or on behalf of the Contractor 
covering any Subject invention} 

(Iv) In the event the Contractor, or those deriving 

rights from the Contractor, elects not to continue 
prosecution of any such United States patent appli- 
cation filed by or on behalf of the Contractor, so 
notify the Contracting Officer not less than sixty 
days before the expiration of the response period 
and, upon written request, deliver to the Contract- 
ing Officer such duly executed instruments (prepared 
by the Government) as are deemed necessary to vest 
in the Government the Contractor's entire right, 
title and interest in the Subject Invention and the 
application, subject to the reservations as specified 
in (ii) above} and 

(v) Deliver to the Contracting Officer duly executed 
instruments fully confirmatory of any license 
rights herein agreed to be granted to the Govern- 
ment. 


-ffr ) - ghe 0 o nt> r a e l b e ^ !■ } e- i ^ thoao deriving right s from th e C e ntr a ct e r y 

has the option of filing patent applications in foreign countri^s^ 
on Subject Inventions. If this option is not exercised in tjjd'time 
and manner set forth below, the Government shall have the^^ight to 
file applications in each foreign country in which th^XJontractor 
has not exercised its option. y' 

(i) In the event that the Contractor specifies under 
the provisions of paragrantd^d) that it has not 
filed and will not fil^SUnited States patent 
application (or havjj>fg specified that it will file, 
thereafter notij^ds the Contracting Officer to the 
contrary) th^Contractor shall have six months from 
the date c^making the written disclosure required 
by parpg^aph (c) (i) to file foreign patent appli- 
cations. 

In the event that a United States patent application 
s' is filed by or on behalf of the Contractor under the 
s' provisions of paragraph (d), the Contractor shall 

s' have six months from the date of the United States 

’ applied liun, m sIa muhllis from LLc daLc pimiloiiun 


- Iii - 
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io granted to fil s for e ign applic a tions mh a ra. s ach ^ 

filing had been prohibited for security reasons, / 
within which to file foreign patent applications/ 
With respect to each Subject Invention on which At 
has specified that a United States patent appl^a- 
tion has been or will be filed by or on behsly of 
the Contractor, the Contractor shall (A) inform the 
Contracting Officer in writing of e ach forey?n patent 
application for such Invention filed by or yon behalf 
of the Contractor within six months after /he filing 
by the Contractor of the corresponding United State 
application, and, if practicable, prior ko the pub- 
lication of the Subject Invention in any country, 

(B) inform the Contracting Officer in Writing at 
the 'earliest practicable date of any mblication of 
the Subject Invention made by or kncym to the Con- 
tractor or, where applicable, of any contemplated 
publication by the Contractor, stjucing the date and 
identity of such publication or c/nt emulated publica- 
tion, (C) upon written request oi the Contracting 
Officer, convey to the Governme/t the Contractor's 
entire right, title, and interest in such Invention 
in those countries in which t/e Contractor has not, 
within six months after the /iling of the corres- 
ponding United States application, filed foreign 
patent applications, and deliver to the Contracting 
Officer, upon written request, such duly execntec; 
instruments (prepared by /the Government) of assign- 
ment, application, and either papers as are deemed 
necessary to vest in tae Government the Contractor's 
right, title, and int/rest as aforesaid and the 
right to apnly for sad maintain patents covering 
such invention, sublet, however, to the reserva- 
tion of a non-exclusive and royalty-free license 
to the Contractor /(and to its existing and future 
associated and affiliated companies, if any, within 
the corporate structure of which the Contractor is 
a part) which M.cense shall t ssignable to the 
successor of that part of the Contractor's business 
to which the ^Subject Invention pertains, and (D) in 
the event that the Contractor, or those deriving 
rightsfrom /he Contractor, elects not to continue 
the prosecution of any foreign application which 
has been /iled by or on behalf of the Contractor, 
or elects not to maintain any patent granted on 
such application, so notify the Contracting Officer 
not le^s than ninety days before the expiration of 
tne response period or patent lapse date and, upon 
wriiyten request, deliver to the Contracting Officer 
sue/ duly executed instruments (prepared by the 
Go/ernment) as will convey to the Government the 
Contractor's entire right, title, and interest in 
the application or patent, subject to a reservation 
/ao opooifiod in (C) abov e» — . 
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(X) If the Contractor fails to deliver to the Contracting 
Officer the certificates required by paragraph (c) (ii) of 
this clause or fails to furnish the written disclosures for 
all Subject Inventions required by paragraph (c) (i) of this 
clause shown to be due in accordance with any certificate 
delivered under paragraph (c) (ii), there shall be withheld 
from payment until the Contractor shall have corrected such 
failures either (i) ten percent ( 10 %) of the amount of this 
contract, as from time to time amended, or (ii) *5 ,000, which- 
ever is less. After payment of eighty percent (80$5) of the 
amount of this contract, as from time to time amended, payment 
shall be withheld until a reserve of either (i) ten percent 
( 10 %) of such amount, or (ii) $5,000, whichever amount is less, 
shall have been set aside, such reserve or balance thereof to 
be retained until the Contractor shall have furnished to the 
Contracting Officer (A) the summary report required by para- 
graph (c) (iii) of this clause, (B) written disclosures for 
all Subject Inventions required by paragrpah (c) (i) of this 
clause which are shown to be due in accordance with certificates 
delivered under paragraph (c) (ii) or in accordance with such 
summary report, and (c) the information as to any subcontractor 
required by paragraph (h) of this clause. The maximum amount 
which may be withhold under this paragraph shall net exceed ten 
percent ( 10 %) of the amount of this contract or $5,000, which- 
ever is less, and no amount shall be withheld under this para- 
graph when the miniimm amount specified by this paragraph is 
being -withheld under other provisions of this contract. The 
withholding of any amount or subsequent payment thereof to the 
Contractor shall not be construed as a waiver of any rights 
accruing to the Ciovernment under this contract. This para- 
graph shall not be construed as requiring the Contractor to 
withhold any amounts from a subcontractor to enforce compli- 
ance with the patent provisions of a subcontract. 

(g) The Contractor shall exert all reasonable effort to nego- 
tiate for the inclusion of this Patent Rights clause in any sub- 
contract hereunder of $3,000 or more having experimental, devel- 
opmental, or research work as one of its pum ses. In the event 
of refusal by a subcontractor to accept the D itent Rights clause, 
the Contractor shal.l not proceed with the subcontract without 
written authorization of the Contracting Officer, and upon ob- 
taining such authorization, shall cooperate with the Government 
in the negotiation with such subcontractor of an acceptable patent 
rights clause; FR0VIDED, however, that the Contractor shall in any 
event require the subcontractor to grant to the Government patent 
rights under Subject Inventions of no less scope and on no less 
favorable terms than those which the Contractor has under such 
subcontracts, except that in no event shall the subcontractor be 
required to grant to the Government patent rights in excess of 
those herein agreed to be granted to the Government by the 
Contractor. 
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(h) The Contractor shall, at the earliest practicable date, 
notify the Contracting Officer in writing of any subcontract 
containing a patent rights clause, furnish the Contracting 
Officer a copy of such clause, and notify the Contracting 
Officer when such subcontract is completed. It is under- 
stood that with respect to such subcontract clause, the 
Government is a third party beneficiary; and the Contractor 
hereby assigns to the Government all the rights that the 
Contractor would have to enforce the subcontractor's obliga- 
tions for the benefit of the Government with respect to Sub- 
ject Inventions. The Contractor shall not be obligated to 
enforce the agreements of any subcontractor hereunder re- 
lating to Subject Inventions. 

(i) When the Contractor shows that it has been delayed in 
the performance of this contract by reason of its inability to 
obtain in accordance with paragraph (g) a suitable patent rights 
clause from a qualified subcontractor for any item or service re- 
quired under this contract for which the Contractor itself does 
not have available facilities or qualified personnel, the Con- 
tractor's delivery dates shall be extended for a period of time 
equal to the duration of such delay; and, upon request of the 
Contractor, the Contracting Officer shall determine to what 
extent, if any, an additional extension of the delivery dates ••• 
and an increase in contract prices based upon additional costs 
incurred by such delay are proper under the circumstances; and 
the contract shall be modified accordingly. If the Contractor, 
after exerting all reasonable effort, is unable to obtain a 
qualified subcontractor as set forth above, the Contractor may 
submit to the Contracting Officer a written request for waiver 
modification of the requirement that a suitable patent rights 
clause be included in the subcontract. Such request shall 
specifically state that the Contractor has used all reasonable 
effort to obtain such qualified subcontractor, and shall cite 
the waiver or termination provision hereinafter set forth. If, 
within thirty-five (35) days after the date of receipt of such 
request for a waiver or modification of said requirement, the 
Contracting Officer shall fail to deny in wr \ng such request, 
the requirement shall be deemed to have been waived by the Govern- 
ment. If within such period the Contractor shall receive a written 
denial of such request by the Contracting Officer, this contract 
shall thereupon automatically terminate and the rights and obliga- 
tions of the parties shall be governed by the provisions of the 
clause of this contract entitled "Termination for the Convenience 
of the Government." 
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22. FILING. OF PATENT APPLICATIONS 

(a) Before filing or causing to be filed a patent application 
disclosing any subject matter of this contract, which subject 
matter is classified "Secret” or higher, the Contractor shall, 
citing the thirty (30) day provision below, transmit the pro- 
posed application to the Contracting Officer for determination 
whether, for reasons of national security, such application 
should be placed under an order of secrecy or sealed in accord- 
ance with the provisions of 35 U. S. Code 181-188 or the issuance 
of a patent should be otherwise delayed under pertinent statutes 
or regulations; and the Contractor shall observe any instructions 
of the Contracting Officer with respect to the manner of delivery 
of the patent application to the TT. S. Patent Office for filing, 
but the Contractor shall not be denied the right to file such 
patent application. If the Contracting Officer shall not have 
given any such instructions within thirty (30) days from the date 
of mailing or other transmittal of the proposed application, the 
Contractor may file the application. 

(b) The Contractor shall furnish to the Contracting Officer, at 
the time of or prior to the time when the Contractor files or 
causes to be filed a patent application disclosing any subject 
matter of this contract, which subject matter is classified 
"Confidential," a copy of such application for determination 
whether, for reasons of national security, such application 

h should be placed under an order of secrecy or the issuance of 
a patent should be otherwise delayed under pertinent statutes 
or regulations. 

(c) In filing any patent application coming within the scope of 
thi* clause, the Contractor shall observe all applicable security 
regulations covering the transmission of classified subject matter. 

23. COPYRIGHT 


(a) The Contractor agrees to and does here' grant to the Govern- 
ment, and to its officers, agents and employ -ot, acting within the 
scope of their official duties, (i) a royalty-free, nonexclusive 
and irrevocable license to reproduce, translate, publish, use, 
and dispose of, and to authorize others so to do, all copyright- 
able material first produced or composed and delivered to the 
Government under this contract by the Contractor, its employees 
or any individual or concern specifically employed or assigned to 
originate and prepare such material; and (ii) a license as afore- 
said under any and all copyrighted or copyrightable work not first 
produced or composed by the Contractor in the performance of this 
contract but which is incorporated in the material furnished under 
this contract, provided that such license shall be only to the 
extent the Contractor now has, or prior to completion or final 
settlement of the contract may acquire, the right to grant such 
license without becoming liable to pay compensation to others 
solely because of such grant. 
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(b) The Contractor agrees that it will exert all reasonable 
effort to advise the Contracting Officer, at the time of 
delivering any copyrightable or copyrighted work furnished 
under this contract, of any adversely held copyrighted or 
copyrightable material incorporated in any such work and of 
any invasion of the right of privacy therein contained. 

(c) The Contractor agrees to report to the Contracting Officer, 
promptly and in reasonable written detail, any notice or claim 
of copyright infringement received by the Contractor with re- 
spect to any material delivered under this contract. 

2ho GRATUITIES 

(a) The Government may, by written notice to the Contractor, 
terminate the right of the Contractor to proceed under this 
contract if it is found, after notice and hearing, by the 
Secretary or his duly authorized representative, that grat- 
uities (in the form of entertainment, gifts, or otherwise) 
were offered or given by the Contractor, or any agent or 
representative of the Contractor, to any officer or employee 
of the Government with a view toward securing a contract or 
securing favorable treatment with respect to the awarding or 
amending, or the making of any determinations with respect to 
the performance of such contract; PROVIDED, That the existence 
of the facts upon which the Secretary or his duly authorized 
representative makes such findings shall be in issue and may 
be reviewed in any competent court. 

(b) In the event this contract is terminated as provided in 
paragraph (a) hereof, the Government shall be entitled (i) to 
pursue the same remedies against the Contractor as it could 
pursue in the event of a breach of the contract by the Con- 
tractor, and (ii) as a penalty in addition to any other damages 
to which it may be entitled by law, to exemplary damages in an 
amount (as determined by the Secretary or his duly authorized 
representative) which shall be not less than three nor more 
than ten times the costs incurred by the Co r "actor in provid- 
ing any such gratuities to any such officer or employee. 

(c) The rights and remedies of the Government provided In this 
clause shall not be exclusive and are in addition to any other 
rights and remedies provided by law or under this contract. 

25. TERMINATION FOR CONVENIENCE OF THE GOVERNMENT 

(a) The performance of work under this contract may be terminated 
by the Government in accordance with this clause in whole, or 
from time to time in part, whenever the Contracting Officer shall 
determine that such termination is in the best interests of the 
Government. Any such termination shall be effected by delivery 
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to the Contractor of a Notice of Termination Specifying the extent 
to which performance of work under the contract is terminated, 
and the date upon which such termination becomes effective. 

(b) After receipt of a Notice of Termination, and except as 
otherwise directed by the Contracting Officer, the Contractor 
shall (l) stop work under the contract on the date and to the 
extent specified in the Notice of Termination; (2) place no 
further orders or subcontracts for materials, services, or 
facilities except as may be necessary for completion of such 
portion of the work under the contract as is not terminated; 

(3) terminate all orders and subcontracts to the extent that 
they relate to the performance of work terminated by the Notice 
of Termination; (U) assign to the Government, in the manner, at 
the times, and to the extent directed by the Contracting Officer, 
all of the right, title, and interest of the Contractor under 
the orders and subcontracts so terminated, in which case the 
Government shall have the right, in its discretion, to settle 
or pay any or all claims arising out of such termination of 
orders and subcontracts; (£) settle all outstanding liabilities 
and all claims arising out of such termination of orders and 
subcontracts, with the approval or ratification of the Con- 
tracting Officer, to the extent he may require, which approval 
or ratification shall be final for all the purposes of this 
clause; (6) transfer title and deliver to the Government, in 
the manner, at the times, and to the extent, if any, directed 
by the Contracting Officer, (i) the fabricated or unfabricated 
parts, work in process, completed work, supplies, and other 
material produced as a oart of , or acquired in connection with 
the performance of, the work terminated by the Notice of Termina- 
tion, and (ii) the completed or partially completed plans, draw- 
ings, information, and other property which, if the contract had 
been completed, would have been required to be furnished to the 
Government; (7) use its best efforts to sell, in the manner, at 
the times, to the extent, and at the price or prices directed or 
authorized by the Contracting Officer, any property of the types 
referred to in provision (6) of this paragraph, PROVIDED, HOWEVER, 
That the Contractor (i) shall not be required to extend credit to 
any purchaser, and (ii) may acquire any such r operty under the 
conditions prescribed by and at a price or pi ^ s approved by the 
Contracting Officer; and PROVIDED FURTHER That the proceeds of any 
such transfer or dispostion shall be applied in reduction of any 
payments to be made by the Government to the Contractor under this 
Contract or shall otherwise be credited to the price or cost of the 
work covered by this contract or paid in such other manner as the 
Contracting Officer may direct; (8) complete performance of such 
part of the work as shall not have been terminated by the Notice 
of Termination; and (9) take such action as may be necessary 
or as the Contracting Officer may direct, for the protection 
and preservation of the property related to this contract 
which is in the possession of the Contractor and in which 
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the Government has or may acquire any interest. At any time 
after expiration of the plant clearance period, as defined in 
Section VII, Armed Services Procurement Regulation, as it may 
be amended from time to time, the Contractor may submit to the 
Contracting Officer a list, certified as to quantity and quality, 
of any or all items of termination inventory not previously dis- 
posed of, exclusive of items the disposition of which has been 
directed or authorized by the Contracting Officer, and may re- 
quest the Government to remove such items or enter into a stor- 
age agreement covering them. Not later than fifteen (15) days 
thereafter, the Government will accept title to such items and 
remove them or enter into a storage agreement covering the same 
PROVIDED That the list submitted shall be subject to verifica- 
tion by the Contracting Officer upon removal of the items, or 
if the items are stored, within forty-five (U5) days from the 
date of submission of the list, and any necessary adjustment 
to correct the list as submitted shall be made prior to final 
settlement. 

(c) After receipt of a Notice of Termination, the Contractor 
shall submit to the Contracting Officer its termination claim, 
in the form and with the certification prescribed by the Con- 
tracting Officer. Such claim shall be submitted promptly but 
in no event later than two years from the effective date of 
termination, unless one or more extensions in writing are 
granted by the Contracting Officer, upon request of the Con- 
tractor made in writing within such two-year period or author- 
ized extension thereof. However, if the Contracting Officer 
determines that the facts justify such action, he may receive 
and act upon any such termination claim at any time after such 
two-year period or any extension thereof. Upon failure of the 
Contractor to submit its termination claim within the time 
allowed, the Contracting Officer may determine, on the basis 
of information available to him, the amount, if any, due to 
the Contractor by reason of the termination, and shall there- 
upon pay to the Contractor the amount so determined. 

(d) Subject to the provisions of paragraph (c,, the Contractor 
and the Contracting Officer may agree upon the whole or any part 
of the amount or amounts to be paid to the Contractor by reason 
of the total or partial termination of work pursuant to this 
clause, which amount or amounts may include a reasonable allow- 
ance for profit on work done. The contract shall be amended 
accordingly, and the Contractor shall be paid the agreed amount. 
Nothing in paragraph (e) of this clause, prescribing the amount 
to be paid to the Contractor in the event of failure of the 
Contractor and the Contracting Officer to agree upon the whole 
amount to be paid to the Contractor by reason of the termination 
of work pursuant to this clause, shall be deemed to limit, re- 
strict, or otherwise determine or affect the amount or amounts 
which may be agreed upon to be paid to the Contractor pursuant 

to this paragraph (d). SECREi 
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(e) In the event of the failure of the Contractor and the 
Contracting Officer to agree as provided in paragraph (d) upon 
the whole amount to be paid to the Contractor by reason of the 
termination of contract work pursuant to this clause, the Con- 
tracting Officer shall determine, on the basis of information 
available to him, the amount, if any, due to the Contractor by 
reason of the termination and shall pay to the Contractor the 
amounts determined as follows; 

(1) For completed supplies accepted by the Government 
for sold or acquired as provided in paragraph (b) 

(7) above) and not theretofore paid for, a sum equiv- 
alent to the aggregate price for such supplies com- 
puted in accordance with the price or prices specified 
in the contract, appropriately adjusted for any saving 
of freight or other charges ; 

(2) The total of— 

(i) The costs incurred in the performance of the con- 
tract work terminated, including initial costs and 
preparatory expense allocable thereto, but exclusive 
of any costs attributable to supplies paid or to be 
paid for under paragraph (e) (1) hereof; 

(ii) The cost of settling and paying claims arising out 
of the termination of work under subcontracts or 
orders, as provided in paragraph (b) (5) above, 
which are properly chargeable to the terminated 
portion of the contract (exclusive of amounts 
paid or payable on account of supplies or mate- 
rials delivered or services furnished by sub- 
contractors or vendors prior to the effective 
date of the Notice of Termination, which amounts 
shall be included in the costs payable under 

(i) above; and 

(iii) An allowance for profit in keying with the pro- 
visions oftbe clause n Pr i c c ae ietermination, " 
of the Schedule hereto. 

(3) The reasonable costs of settlement, including account- 
ing, legal, clerical, and other expenses reasonably 
necessary for the preparation of settlement claims 
and supporting data with respect to the terminated 
portion of the contract and for the termination and 
settlement of subcontracts thereunder, together with 
reasonable storage, transportation, and other costs 
incurred in connection with the protection or disposi- 
tion of property allocable to this contract. 


SFfTK.'T 
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The total sum to be paid to the Contractor under (1) 
and (2) of this paragranh (e) shall not exceed the total 
contract nrice as reduced by the amount of payments other- 
wise made and as further reduced by the contract price of 
work not terminated. Except for normal spoilage, and ex- 
cept to the extent that the Government shall have otherwise 
expressly assumed the risk of loss, there shall be excluded 
from the amounts payable to the Contractor as provided in 
paragraph (e) (1) and paragraph (e) (2) (i), the fair value, 
as determined by the Contracting Officer, of property which 
is destroyed, lost, stolen, or damaged so as to become un- 
deli-erable to the Government, or to a buyer pursuant to 
paragraph (b) (7). 

(f) Determination of costs under paragraph (c) or (e) hereof 
shall be in accordance with generally accepted accounting practices 
and principles. 

(g) The Contractor shall have the right of appeal, under the 
clause of this contract entitled "Disputes, " from any determination 
made by the Contracting Officer under paragraphs (c) and (e) above, 
except that if the Contractor has failed to submit its claim within 
the time provided in paragraph (c) above and has failed to request 
extension of such time, he shall have no such right of appeal. In 
any case where the Contracting Officer has made a determination of 
the amount due under paragraph (c) or (e) above, the Government 
shall pay to the Contractor the following: (i) if there is no 
right of appeal hereunder or if no timely appeal has been taken, 
the amount so determined by the Contracting Officer, or (ii) if 

an appeal has been taken, the amount finally determined on such 
appeal. 

(h) In arriving at the amount due the Contractor under this 
clause, there shall be deducted (1) all unliquidated advance or 
other unliquidated payments on account theretofore made to the 
Contractor, (2) any claim which the Government may have against 
the Contractor in connection with this contract, and (3) the 
agreed price for, or the proceeds of sale of •'ny materials, 
supplies, or other things acquired by the Co. tractor or sold 
pursuant to the provisions of this clause, and not otherwise 
recovered by or credited to the Government. 

(i) If the termination hereunder be partial, prior to the 
settlement of the terminated portion of this contract, the Con- 
tractor may file with the Contracting Officer a request in writing 
for an equitable adjustment of the price or prices specified in 
the contract relating to the continued portion of the contract 
(the portion not terminated by the Notice of Termination), and 
such equitable adjustment as may be agreed upon shall be made in 
such price or prices. 
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(j) The Government may from time to time, under such terms 
and conditions as it may prescribe, make partial payments 
and payments on account against costs incurred by the Con- 
tractor in connection with the terminated portion of this con- 
tract whenever in the opinion of the Contracting Officer the 
aggregate of such payments shall be within the amount to which 
the Contractor will be entitled hereunder. If the total of such 
payments is in excess of the amount finally agreed or determined 
to be due under this clause, s-uch excess shall be payable by the 
Contractor to the Government upon demand, together with interest 
computed at the rate of 6 % per annum, for the period from the date 
such excess payment is received by the Contractor to the date oh 
which such excess is repaid to the Government; PROVIDED, HOWEVER, 

That no interest shall be charged with respect to any such excess 
payment attributable to a reduction in the Contractor's claim by 
reason of retention or other dispestion of termination inventory 
until ten (10) days after the rate of such retention or disposition. 

(k) Unless otherwise provided for in this contract, or by applicable 
statute, the Contractor, from the effective date of termination and 
for a period of six (6) years after final settlements under this 
contract, shall preserve and make available to the Government at 

all reasona le times at the office of the Contractor but without 
direct charge to the Government, all its books, records- documents, 
and other evidence bearing on the costs and expenses of the Con- 
tractor under this contract and relating to the work terminated 
hereunder, or, to the extent approved by the Contracting Officer 
photographs microphotographs, or other authentic reproductions 
thereof. 

26. EXAMINATION OF RECORDS 

The Contractor agrees that the Contracting Officer or any of 
his duly authorized representatives shall, until the expiration 
of three years after final payment under this contract, have 
access to and the right to examine any directly pertinent books, 
documents, papers and records of the Contractor involving, trans- 
actions related to this contract, including °”bcontracts hereunder. 

27. MILITARY SECURITY REQUIREMENTS 

(a) The nrovisions of this clause shall apply to the extent 
that this contract involved access to security information clas- 
sified "Top Secret," "Secret," or "Confidential 

(b) The Government shall notify the Contractor of the security 
classification of this contract and the elements thereof, and of 
any subsequent revisions in such security classification. 
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(c) To the extent the Government has indicated as of the date 
of this contract, or thereafter indicates, security classifica- 
tion under this contract as provided in paragraph (b) above, the 
Contractor shall safeguard all classified elements of this con- 
tract and shall provide and maintain a system of security controls 
within its own organization in accordance with the requirements of 
(i) the Department of Defense Industrial Security Manual for Safe- 
guarding Classified Security Information as in effect on date of 
this contract, which Manual is hereby incorporated by reference 
and made a part of this contract, (ii) any amendments to said 
Manual required by the demands of national security as deter- 
mined by the Government and made after the date of this contract, 
notice of which has been furnished to tho Contractor by the Con- 
tracting Officer, and (iii) those provisions of written agreements 
entered into by the parties pertaining to tho adaptation of the 
Manual to the Contractor's business. 

(d) Designated representatives of the Government responsible for 
inspection pertaining to industrial security shall have the right 
to inspect at reasonable intervals the procedures, methods, and 
facilities utilized by the Contractor in complying with the require- 
ments of the terms and conditions of this clause. Should the Govern- 
ment, through its authorized representative, determine that the con- 
tractor has not complied with such requirements, the Gev„rnmcnt shall 
inform the Contractor in writing of the proper actions to be taken 

in order to effect compliance with such requirements. 

(e) If, subsequent to the date of this contract, the security 
classifications or requirements under this contract are changed by 
the Government as provided in this clause and the security costs 
under this contract are thereby increased or decreased, the con- 
tract price shall be subject to an equitable adjustment by reason 
of such increased or decreased costs. Any eouitable adjustment 
shall be accomplished in the same manner as if .such changes were 
directed under the clause in this contract entitled "Changes.” 

(f) The Contractor agrees to insert, in all subcontracts hereunder 
which involve access to classified security ''ormation, provisions 
which shall conform substantially to the language of this clause, 
including this paragraph (f) but excluding the last sentence of 
paragraph (e) of this clause. 

(g) The Contractor also agrees that it shall determine that any 
subcontractor proposed by it for the furnishing of supplies and 
services which will involve access to classified security informa- 
tion in the Contractor's custody has been granted an a ppropriate 
facility security clearance, which is still in effect, prior to 
being accorded access to such classified security information. 
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28. GO VERNMEN T - FTIRNI S HED PROPERTY 

(a) The Government shall deliver to the Contractor, for use 
in connection with and under the terms of this contract, the 
property which the schedule, appendix, or the specifications 
state the Government will furnish (hereinafter referred to as 
"Government -Furnished property"). The delivery or performance 
dates for the supplies or services to be furnished by the Con- 
tractor under this contract are based upon the expectation that 
Government-Furnished property of a type suitable for use will be 
delivered to the Contractor at the times stated in the schedule 
or if not so stated in sufficient time to enable the Contractor 
to meet such delivery or performance dates. In the event that 
Government-Furnished property is not delivered to the Contractor 
by such time or times, the Contracting Officer shall, if requested 
by the Contractor, make a determination of the delay occasioned 
the Contractor thereby, and shall grant to the Contractor a rea- 
sonable extension of time in respect of such delivery or per- 
formance dates. The Government shall not be liable to the Con- 
tractor for damages or loss of profit by reason of any delay in 
delivery of or failure to deliver any or all of the Government- 
Furnished property, except that in case of such delay or failure, 
upon the written request of the Contractor, an equitable adjustment 
shall be made in the delivery or performance dates, or price, or 
both, or in any other contractual provision affected thereby, in 
accordance with the procedures provided for in the clause of the 
contract entitled "Changes." 

(b) By notice in writing the Contracting Officer may decrease 
the property furnished or to be furnished by the Government under 
this contract. In any such case, upon the written request of the 
Contractor, an equitable adjustment shall be made in the. delivery 
or performance dates, or price, or both, and in any other contract- 
ual provision affected by such decrease, in accordance with the 
procedures provided for in the clause of this contract entitled 
"Changes." 


(c) Title to the Government-Furnished prone -uv shall remain in 
the Government. Title to Government-Furnished property shall 
not be affected by the incorporation or attachment thereof to 
any property not owned by the Government, nor shall such Govern- 
ment Furnished property, or any part thereof, be or become a fix- 
ure or lose its identity as personalty by reason of affixation to 
any realty. 

(d) The Government-Furnished property shall, unless otherwise 
provided herein, be used only for the performance of this contract. 


26 - 
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(e) The Contractor shall maintain and administer, in accordance 
with sound industrial practice, a program for the maintenance, 
repair, protection and preservation of Government-Furnished 
property, until disposed of by the Contractor in accordance 
with this clause. In the event that damaged or defective 
Government-Furnished property is delivered to the Contractor, 

or any other damage occurs to Government -Furnished property, the 
risk of which has been assumed by the Government under this con- 
tract, the Government shall replace such items or the Contractor 
shall make such repair of the property as the Government directs; 
PROVIDED, HOWEVER, That if the Contractor cannot effect such re- 
pair within the time required, the Contractor may reject such 
prooerty. The contract price includes no compensation to the 
Contractor for the performance or any repair or replacement for 
which the Government is responsible, and an equitable adjustment 
will be made in the contract price for any such repair or re- 
placement of Government-Furnished property made at the direction 
of the Government. Any repair or replacement for which the Con- 
tractor is responsible under the provisions of this contract shall 
be accomplished by the Contractor at its own expense. 

(f) (i) Except for loss, destruction or damage resulting from a 
failure of the Contractor due to willful misconduct or lack of 
good faith of any of the Contractor's managerial personnel as 
defined herein, to maintain and administer the program for the 
maintenance, repair, protection and preservation of the Govern- 
ment-Furnished property, as required by paragraph (e) hereof, 
and except as specifically provided in this contract, the Con- 
tractor shall not be liable for loss or destruction of or damage 
to the Government-Furnished property (A) caused by any peril while 
the property is in transit off the Contractor's premises, or (B) 
caused by any of the following perils while the property is on 
the Contractor's or subcontractor's premises, or on any other 
premises where such property may properly be located, or by 
removal therefrom bec£iuse of any of the following perils: 

(l) Fire; lightning; windstorm; ^. : .one; tornado; 
hail; explosion; riot, riot attending a strike, civil 
commotion; vandalism and malicious mischief; sabotage; 
aircraft or object falling therefrom; vehicles running 
on land or tracks, excluding vehicles owned or operated 
by the Contractor or any agent or employee of the Con- 
tractor; smoke; sprinkler leakage; earthquake or volcanic 
eruption; flood, meaning thereby rising of a body of water; 
hostile or warlike action, including action in hindering, 
combating, or defending against an actual, impending or 
expected attack by any government or sovereign power (de 
jure or de facto), or by any authority using military, 
naval, or air forces, or by an agent of any such govern- 
ment, power, authority, or forces; or 
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(II) Other peril, of a type not listed above, if 
such other peril is customarily covered by insurance 
(or by a reserve for self-insurance) in accordance with 
the normal practice of the Contractor, or the prevailing 
practice in the industry in which the Contractor is en- 
gaged with respect to similar property in the same general 
locale. 

The perils as set forth in (A) and (B) above are hereinafter called 
"excepted perils." 

The term "Contractor’s managerial personnel" as used herein 
means the Contractor's directors, officers and any of its managers, 
superintendents, or other equivalent representaives who have super- 
vision or direction of (I) all or substantially all of the Contractor's 
business; (ll) all or substantially all of the .Contractor' s operation 
at any one plant or separate location at which the contract is being 
performed; (III) a separate and complete major industrial operation 
in connection with the performance of this contract. 

(ii) The Contractor represents that it is not including in 
the price hereunder, and agrees that it will not hereafter in- 
clude in any price to the Government, any charge or reserve for 
insurance (including self-insurance funds or reserves covering 
loss or destruction of or damage to the Government-Furnished 
property caused by any excepted peril). 

(iii) Upon the happening of loss or destruction of or 
damage to any Government-Furnished property caused by an ex- 
cepted peril, the Contractor shall notify the Contracting Officer 
thereof, and shall communicate with the Loss and Salvage Organiza- 
tion, if any, now or hereafter designated by the Contracting Officer, 
and with the assistance of the Loss and Salvage Organization so de- 
signated (unless the Contracting Officer has directed that no such 
organization be employed), shall take all reasonable steps to pro- 
tect the Government-Furnished property from further damage, separ- 
ate the damaged and undamaged Government-Furr : shed property in the 
best possible order, and furnish to the Con- carting Officer a state- 
ment of: (A) the lost, destroyed and damaged Government-Furnished 
property, (B) the time and origin of the loss, destruction or 
damage, (C) all known interests in commingled property of which 

the Government-Furnished property is a part, and (D) the insurance, 
if any, covering any part of or interest in such commingled property. 
The Contractor shall be reimbursed for the expenditures made by it 
in performing its ob 1 igations under this sub-paragraph (iii) (in- 
cluding charges made to the Contractor by the Loss and Salvage 
Organization, except any of such charges the payment of which the 
Government has, at its option, assumed directly), to the extent 
approved by the Contracting Officer and set forth in a Supple- 
mental Agreement. 
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(iv) With the approval of the Contracting Officer after 
loss or destruction of or damage to Government-Furnished prop- 
erty, and subject to such conditions and limitations as may be 
imposed by the Contracting Officer, the Contractor may, in order 
to minimize the loss to the Government or in order to permit re- 
sumption of business or the like, sell for the account of the 
Government any item of Government-Furnished property which has 
been damaged beyond practicable repair, or which is so commingled 
or combined with property of others, including the Contractor, 
that senaration is impracticable. 

(v) Except to the extent of any loss or destruction of or 
damage to Government-Furnished property for which the Contractor 
is relieved of liability under the foregoing provisions of this 
clause, and except for reasonable wear and tear or depreciation, 
or the utilization of the Government-Furnished Drooerty in accord- 
ance with the provisions of this contract, the Government-Furnished 
property (other than property permitted to be sold) shall be re- 
turned to the Government in as good condition as when received by 
the Contractor in connection with this contract, or as repaired 
under paragraph (e) above. 

(vi) In the event the Contractor is reimbursed or compen- 
sated for any loss or destruction of or damage to the Government- 
Furnished property, caused by an excepted peril, it shall equita' 
reimburse the Government. The Contractor shall do nothing to pre- 
judice the Government's rights to recover against third parties 
for any such loss, destruction or damage and, upon the request 

of the Contracting Officer, shall at the Government's expense, 
furnish to the Government all reasonable assistance and cooper- 
ation (including the prosecution of suit and the execution of 
instruments of assignment in favor of the Government) in obtain- 
ing recovery. 

(g) The Contracting Officer or his duly authorized representative 
shall at all reasonable times have access to the premises wherein 
any Government -Furnished property is locatei . 

(h) Upon the completion of this contract, or at such earlier 
dates as may be fixed by the Contracting Officer, the Contractor 
shall submit, in a form acceptable to the Contracting Officer, 
inventory schedules covering all items of Government-Furnished 
property not consumed in the performance of this contract (in- 
cluding any resulting scran), or not theretofore delivered to 
the Government, and shall deliver or make such other disposa.1 

of such Government-Furnished property, as may be directed or 
authorized by the Contracting Officer, Recoverable scran from 
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Government-Furnished property shall be reported in accordance 
with a procedure and in such form as the Contracting Officer 
may direct* The net proceeds of any such disposal shall be 
credited to the contract price or shall be paid in such other 
manner as the Contracting Officer may direct. 

(i) Directions of the Contracting Officer and communications of 
the Contractor issued pursuant to this clause shall be in writing* 

29. EMPLOYMENT OF ALIENS 

If this contract calls for furnishing or constructing aircraft, 
aircraft parts, or aeronautical accessories, no aliens employed by 
the Contractor shall be permitted to have access to the plans or 
specifications, or the work under construction, or to participate 
in the contract trials, without the written consent beforehand of 
the Secretary or his duly authorized representative* 

30. UTILIZATION OF SMALL BUSINESS CONCERNS 

(a) It is the policy of the Government as declared by the Congress 
to bring about the greatest utilization of small business concerns 
which is consistent with efficient production. 

(b) The Contractor agrees to accomplish the maximum amount of sub- 
contracting to small business concerns that the Contractor finds 'o 
be consistent with the efficient performance of this contract. 

31. ALTERATIONS IN CONTRACT 

The following alterations were made in this contract prior to 
sicmatnrfr thereof bv the parties to this contract! 
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